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[The author writes for Business News Americas in Sao Paulo.]
Even before he assumes power Jan. 1, 2003, Brazil's President-elect Luiz Inacio Lula da Silva
is demonstrating that he is a responsible politician. While cognizant of the difficult social and
economic realities facing the country, he has distanced himself from experimenting with radical
changes in how the government intervenes in society and has begun to construct a coalition
government. Lula's political pragmatism sets him apart from other leftist populists in power in Latin
America such as Hugo Chavez in Venezuela or Fidel Castro in Cuba two leaders to whom Lula has
been compared.
"It is possible to carry out social policies and at the same time be responsible and not engage in
populism," Lula said at the Inter-American Development Bank (IDB). Brazil's first democratic
transition resembles more the Chilean democratic-transition experience after 1990 in respecting
institutional stability than the emotional populism that has characterized Latin American politics
when an opposition political force comes to power from either the left or right. So far, Lula has
agreed to honor the contracts and agreements made by outgoing President Fernando Henrique
Cardoso in his eight years in power, and, in the appointments made to date, he has tried to form a
broad-based government.
Facing the reality of governing a large and problematic country has been a sobering experience
for Lula's Partido dos Trabalhadores (PT). Gone is the party's combative and critical stance toward
many of Cardoso's policies. The need for international capital and dependence on support from
other parties to enact any reforms has forced Lula and his advisors into a new political arena marked
by negotiations and concessions. Yet this step in what Lula calls his "peace and love" phase has
created new problems for the PT in how it defines its new identity.
Lula names former FleetBoston head to Central Bank In a surprise announcement, Lula named
Henrique Meirelles, former head of FleetBoston, to direct Brazil's Central Bank. During the past
eight years, the PT has continually denounced the nefarious impact that international finance has
had on Brazil's economic growth and sovereignty. Although the appointment appears hypocritical
given the party's roots and former criticisms, Lula and his advisors wanted someone experienced in
international financial circles who could instill investor confidence in the new government and six
other candidates turned down the job. The need to have experienced people who could administer
the country's economy has become more pressing by the day.
Investor uncertainty and Brazil's heavy debt obligations led to a selloff of sovereign bonds and
the devaluation of around 50% in the country's currency so far this year. Markets have responded
favorably to Meirelles' appointment, but many uncertainties remain, since second-tier appointments
to the Central Bank and economic team have yet to be made.
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"To calm the market or my adversaries, I said I was in the Lula "peace and love" phase, and I am
still in this phase," Lula said. Not as surprising but as intriguing was the appointment of Antonio
Palocci, who was responsible for coordinating the party's platform and the transition team, to
head the Finance Ministry. Palocci, a physician and the former mayor of the medium-sized city of
Ribeirao Preto in Sao Paulo state, does not seem the typical appointee to coordinate the finances of a
large country.
But, Lula said, "the county's economy is in the emergency ward, so I appointed a doctor." While
saying that he will increase the primary surplus to a level that will ensure payment on the country's
debt, Palocci was able to dissuade the International Monetary Fund (IMF) from imposing a higher
limit until next year. Palocci's past experience in managing a city and his political finesse will be
needed in future tough negotiations regarding the disbursements of public funds.
Other important ministerial appointments include Marina Silva, a PT senator from the Amazonian
state of Acre, to head the Environment Ministry. Silva gained a reputation as an environmentalist
struggling alongside Chico Mendes (see NotiSur, 1996-08-02). She promises a comprehensive
environmental policy that will be present in all spheres of the federal government. "Otherwise,
the Environment Ministry will continue functioning as if it were an institutional nongovernmental
organization encrusted on the government and often seen as a problem, not a solution," she said in
an interview to Carta Capital news weekly.
To head the diplomatic corps, Lula has chosen career diplomat Celso Amorin, Brazil's ambassador
to London. Luiz Fernando Furlan, chairman of agribusiness company Sadia, was selected for the
Trade and Development Ministry. Amorin and Furlan are seen as forming the front line of the PT's
emphasis on promoting exports and negotiating trade agreements.
Marcio Thomaz Bastos, a well-known lawyer, will head the Justice Ministry, and Roberto Rodrigues,
president of the Associacao Brasileira de Agribusiness (ABAG), will be agriculture minister. Political
appointments threaten party integrity Besides restoring calm regarding Brazil's difficult financial
position, the PT must also reconcile its internal contradictions with the new reality of governing.
Heloisa Helena, a PT senator from a more radical wing of the party, denounced putting the
former FleetBoston head in charge of the country's monetary policy. But party leaders affirmed
the appointees. "It is good to remember that, during the electoral campaign, an alliance with the
business class was proposed and the country approved," said Jose Dirceu, Lula's close aide who will
head the Civilian Household Ministry. "The presence of business people in ministries and Henrique
Meirelles in the Central Bank is the result of an alliance to develop the country." Dirceu, who was
PT president, had to censor Helena during the presidential campaign because of her outspoken
opposition to the selection of Jose Alencar, a textile magnate from the centrist Partido Liberal (PL),
as Lula's running mate.
Along with political appointments that are threatening party stability, some positions by the party
leadership have some of the rank and file up in arms. Lula, Palocci, and Dirceu defend making the
Central Bank independent from the executive branch, but other party members question how Lula's
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promise of promoting change in the economic model can be achieved if the president's powers to
intervene in monetary policy are curtailed.
Negotiations for interparty alliances continue
Having to maintain party coherence comes as the incoming PT administration is also negotiating
support from other parties. Although the PT has the largest number of deputies (91) in the lower
house and support from other parties that brings it to a total of 193, it still falls short of the 257
majority needed to pass legislation. With loyal party members and professionals already selected
for key ministries, Lula and his advisors are trying to obtain support from other parties by providing
them ministerial positions. However, the process has been difficult, even with parties that supported
Lula's candidacy.
"We want a ministry with a national presence so that party deputies get stronger in their states,"
complained Carlos Rodrigues, a PL leader. There are reports that allies Partido Democratico
Trabalhista (PDT) and Partido Socialista Brasileiro (PSB) remain dissatisfied with what they have
been offered, but Dirceu continues to deny problems with the coalition that backed Lula's bid for
power. The latest report is that a PSB member will head the Science and Technology Ministry.
Dirceu even said there would be no problems if the Partido do Movimento Democratico Brasileiro
(PMDB) entered the governing coalition.
Despite having allied itself with Jose Serra Cardoso's pick for president and his Partido da Social
Democracia Brasileira (PSDB), the PMDB is key to ensuring governability since it continues to be
Brazil's largest political party with 74 deputies and 21 senators. Lula says he has an ally in the White
House While talks within his party and with other parties remain strained, Lula said his visit with
US President George W. Bush was a success.
Many local commentators expressed concern about whether Lula Brazil's first president from the
working class could represent the country in negotiations with powerful foreign powers. But the
experienced trade-union leader showed that he could not only put aside the PT's historically critical
stance toward the US in conversing with the US president but also defend Brazil's interests.
"Brazil will defend its interests in trade negotiations as much as the US does," Lula said. Brazil's
relationship with the US will continue to be strong because of the South American country's
dependence on US support. Lula requested that Bush use his power to reopen credit lines for
Brazilian exports, for example. But apart from continued dependence in the area of finance, the
PT is bound to chart a different course from the traditional kowtowing to Washington dictates that
Brazilian elites have done in the past.
In the US, Lula had a chance to explain his and his party's relationships with other leftist
movements and parties around the world at a press conference at the National Press Club. Asked to
explain his ties to the Chinese Communist Party, Lula responded, "I did not know about China until
the US made it a preferential partner. And I thought to myself, 'What is good for the United States
must be good for Brazil.'" Only next year will observers see how US-Brazilian relations evolve when
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specific issues such as Columbia, Cuba, and the war on terrorism come to the fore. For now, Lula
says that Bush supports his domestic food program.
Support needed to face next year
When Lula assumes power on Jan. 1, he will face immense challenges. The latest financial crisis has
led to increasing fears of inflation. Despite the PT's promise to lower interest rates, the Central Bank
will have to keep rates elevated to contain price increases. The increasing cost of capital will forestall
investments, growth, and job creation. The PT also promised to reform taxes, social security, and
labor laws so that productive industries can compete better. Support from other political parties and
from within the PT's ranks is crucial to achieve these reforms. And, in the domestic political scene,
Brazilian states most of which are governed by other parties want to renegotiate debts they owe the
federal government. If the federal government gives in to these demands, the country's financial
position will become even worse.
Enormous economic and political hurdles must be overcome for Lula to deliver on promises to his
largest constituency the country's poor and marginalized population. Close to one- third of the
population, or 50 million people, remain poor and have difficulty putting food on their tables. That
is shameful for a country that is a net food exporter and continues to be one of the most unequal, in
distribution of wealth, on the planet. Perhaps Lula will be able to bridge the gap between the social
classes, but walking the tightrope between social necessity and economic obligation will not be easy.
Differences and impatience within the PT only mirror the rest of society. The Movimento Sem Terra
(MST), for example, held back land invasions until Lula was elected but now has resumed activity
and expect the incoming leftist president to be true to his ideology and support their cause.

-- End --
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